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effective rate. This may be supported by th~e lower ROA (9.74) and

ROS (7.31) for doiuestic U.S. subsidiaries when compared with their

canadian subsidiaries (14.56 and 10.57 respecti.vely).

However, there is disareenen~t as tc> which tax rate i.s the

better deterrninant of incoue shifting. The statutory rate is

preferred by Grubert and IMutti (1991) because it is prior to any

non-transfer-pricing-related adjustuents ta the effective rata.

Therefore, incarne should be shifted by Canadiani T2ICs to their U.*S.

subsidiaries, and by Canadiai subsidiaries to their U.S. parent

TNCS, due to the signifiçant differences in thi statut<Qry tax

rates. This is flot suppQrted by the rates of return rported by the

TN!Cs in thl.s study. If income shifts are occurrizIg, it is due to

the effective, and flot the. statutory, txrate dff renti!als.


